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	  Summary

The purpose of this report is to update Directors on the financial performance of High Life Highland for the financial year 2022/23 and other relevant matters.

It is recommended that Directors note:
i. the draft year end outturn, subject to further analysis and audit, for 2022/23 as detailed in Appendices A, B and C reports a deficit of £333k;
ii. the level of reserves; 

iii. the theft at Torridon campsite;  

iv. no data breaches have been reported in the past quarter; and
v. the award of contracts noted at paragraph 7.
  


	1.

1.1
	Business Plan Contribution

This report supports the highlighted Business Outcomes from the High Life Highland (HLH) Business Plan:

1. Seek to continuously improve standards of health and safety.

2. Commit to the Scottish Government’s zero carbon targets and maintain the highest standards in environmental compliance.

3. Use research and market analysis to develop and improve services to meet customer needs.

4. Increase employee satisfaction, engagement and development to improve staff recruitment and retention.

5. Improve the financial sustainability of the company.

6. Value and strengthen the relationship with THC.

7. Develop and deliver the HLH Corporate Programme and seek to attract capital investment.

8. Use research and market analysis to develop and deliver proactive marketing and promotion of HLH and its services.
9. Initiate and implement an ICT digital transformation strategy across the charity.

10. Develop and strengthen relationships with customers, key stakeholders and partners.

11. Deliver targeted programmes which support and enhance the physical and mental health and wellbeing of the population and which contribute to the prevention agenda.



	2.
	Background



	2.1

	Directors of HLH receive a Finance Report on a quarterly basis. The primary purpose of the report is to summarise the financial performance of the charity and its subsidiaries.



	3.

	Financial Performance for the Financial Year 2022/23 



	3.1

3.2


	The management accounts, subject to further analysis and audit, for the financial year 2022/23 have been prepared. HLH’s consolidated financial performance for the year is summarised in Appendix A. The results for the period are further split by the 9 business categories in Appendix B and by cost category (income, staff costs and other costs) at Appendix C.  Commentary on the performance of each service is provided in Appendix D.  The net position is a deficit of £333k following provision of an additional £608k in financial support from Highland Council.      

Excluding additional Council funding, the net deficit of £333k represents an improvement of £203k on the previously reported forecast for the year due to PAYG leisure income including admissions, lettings and coached activities being significantly higher than anticipated in conjunction with further savings in staffing costs through vacancy management.  This has been partially offset by operating costs being higher than forecast, mainly in leisure facilities including £116k in property maintenance recharges from The Highland Council (THC). 

               

	4.

4.1

4.2

4.3


	HLH Reserves and Highland Council Financial Support
Including transfers at the end of 2022/23 HLH reserves are made up of the following elements:
i. Restricted Reserves of £702k made up of early or pre-payment of funds from partners for future work.  These are ring-fenced funds for specific projects and cannot be used for the routine work of the charity;

ii. Designated Reserves of £140k transferred into HLH from Inverness Leisure Ltd for capital works;
iii. Designated Reserves for Pay Modelling; and   

iv. Unrestricted Reserves of £29k – This effectively leaves HLH in a zero reserves position, the reserves target of the charity is 3% of turnover which, for 2023/24, is just over £1m.   

In light of the improved year-end position, the Chief Executive formally requested that THC provide sufficient funding from Council reserves to enable HLH to retain circa £200k of uncommitted unrestricted reserves at the year end and consequently avoid a zero reserves position.
Following consultation with the Council’s Senior Leadership Group, confirmation was received from the Council’s Head of Finance that, whilst approval was gained to earmark reserves for pay modelling, retention by HLH of unrestricted reserves would not be granted.                

	5. 

	Internal Controls


	5.1

5.2
	Whilst there have been no breaches of internal control in this quarter, the donations box at Torridon campsite was broken into and a sum of money estimated in the region of £20 was stolen.

This is currently being investigated and an update will be provided at the next meeting.       



	6.
	Data Breaches



	6.1
	There have been no data breaches reported in the last quarter.     



	7.
7.1
	Tenders Approved/Contracts Awarded

Chiene + Tait

Provision of Tax Advice

Mar 23-Feb 26

Mather & Co

Inverness Castle – Design of Food and Beverage areas

Mar 23-Dec 23

Emma Gibson

Inverness Castle – Artist’s Commission for the Journey Stone

May 23-Mar 25

HighNet Telecom Ltd

Provision of Broadband Services

May 23-May 26

  

	8.
8.1


	Director attendance at Finance and Audit Committee

At the annual review and appraisal workshop in October 2021 the Board reconfirmed that all Directors should attend and contribute to one meeting per annum of the Finance and Audit Committee to allow a fuller understanding of the detailed scrutiny undertaken of the work of HLH, this to be reported to the HLH Board at the first meeting of the financial year.  For 2022/23 all current Directors have attended a minimum of one meeting apart from 3 Board Members, who are aware and will attend a meeting as soon as diaries allow. 


	9.
	Implications


	9.1

	Risk Implications – there are no new risk implications associated with the recommendations of this report.


	9.2
	Equality Implications – there are no new equality implications associated with the recommendations of this report.


	9.3
	Legal Implications – there are no new legal implications associated with the recommendations of this report.



	9.4

	Resource Implications – there are no new resource implications associated with the recommendations of this report.


	Recommendation
It is recommended that Directors note:
i. the draft year end outturn, subject to further analysis and audit, for 2022/23 as detailed in Appendices A, B and C reports a deficit of £333k;
ii. the level of reserves; 

iii. the theft at Torridon campsite;  

iv. no data breaches have been reported in the past quarter; and

v. the award of contracts noted at paragraph 7.
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Chief Executive
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Author:

Neil Johnston, Head of Finance

2022/23 Draft Summary Results – Consolidated                                                                                                       APPENDIX A
	 
	 Budget 
	Actual 
	Variance

	Income
	32,523,498 
	32,342,461 
	(181,037)

	Staff Costs
	(5,508,635)
	(5,787,687)
	(279,052)

	Other Costs
	(27,014,863)
	(26,887,522)
	127,341 

	Surplus/(Deficit)
	0 
	(332,748)
	(332,748)


 Variance by Sector    











                       
APPENDIX B 
	 
	 Budget 
	Actual 
	Variance

	Adult
	(692,196)
	(652,333)
	39,863 

	Archives
	(633,050)
	(668,260)
	(35,210)

	Arts
	(232,319)
	(249,716)
	(17,397)

	Facilities
	(3,342,615)
	(4,614,566)
	(1,271,951)

	Libraries
	(3,379,064)
	(3,189,801)
	189,263 

	Management
	(3,013,537)
	(3,102,720)
	(89,183)

	Museums
	(656,518)
	(748,566)
	(92,048)

	Music Tuition
	(1,469,792)
	(1,521,895)
	(52,103)

	Outdoor
	(476,690)
	(484,045)
	(7,355)

	SLA
	14,558,339 
	14,888,339 
	330,000 

	HLH Reserves
	1,673,849 
	1,673,849 
	0 

	HC Support
	0 
	608,000 
	608,000 

	Sports
	(618,007)
	(615,591)
	2,416 

	Youthwork
	(1,718,400)
	(1,655,443)
	62,957 

	Surplus/(Deficit)
	0 
	(332,748)
	(332,748)


Variance by Category                                                                                                                                                      APPENDIX C 
	
	
	Income (£)
	
	Staff Costs (£)
	
	Other Costs (£)

	 
	
	 Budget 
	Actual 
	Variance
	
	 Budget 
	Actual 
	Variance
	
	 Budget 
	Actual 
	Variance

	Adult
	
	84,582 
	93,765 
	9,183 
	
	(724,904)
	(684,881)
	40,023 
	
	(51,874)
	(61,217)
	(9,343)

	Archives
	
	295,086 
	267,380 
	(27,706)
	
	(885,964)
	(893,998)
	(8,034)
	
	(42,172)
	(41,642)
	530 

	Arts
	
	23,025 
	12,586 
	(10,439)
	
	(198,558)
	(206,652)
	(8,094)
	
	(56,786)
	(55,650)
	1,136 

	Facilities
	
	11,435,898 
	10,473,323 
	(962,575)
	
	(12,054,939)
	(12,143,988)
	(89,049)
	
	(2,723,574)
	(2,943,901)
	(220,327)

	Libraries
	
	89,880 
	50,095 
	(39,785)
	
	(2,967,349)
	(2,761,198)
	206,151 
	
	(501,595)
	(478,698)
	22,897 

	Management
	
	382,920 
	414,472 
	31,552 
	
	(2,407,388)
	(2,421,349)
	(13,961)
	
	(989,069)
	(1,095,843)
	(106,774)

	Museums
	
	875,018 
	760,178 
	(114,840)
	
	(1,055,563)
	(1,073,650)
	(18,087)
	
	(475,973)
	(435,094)
	40,879 

	Music Tuition
	
	1,750,121 
	1,669,664 
	(80,457)
	
	(2,826,242)
	(2,817,631)
	8,611 
	
	(393,671)
	(373,928)
	19,743 

	Outdoor
	
	130,626 
	105,034 
	(25,592)
	
	(529,950)
	(542,973)
	(13,023)
	
	(77,366)
	(46,106)
	31,260 

	SLA
	
	14,558,339 
	14,888,339 
	330,000 
	
	0 
	0 
	0 
	
	0 
	0 
	0 

	HLH Reserves
	
	1,673,849 
	1,673,849 
	0 
	
	0 
	0 
	0 
	
	0 
	0 
	0 

	HC Support
	
	0 
	608,000 
	608,000 
	
	0 
	0 
	0 
	
	0 
	0 
	0 

	Sports
	
	1,105,662 
	1,158,100 
	52,438 
	
	(1,614,001)
	(1,633,433)
	(19,432)
	
	(109,668)
	(140,258)
	(30,590)

	Youthwork
	
	118,492 
	167,676 
	49,184 
	
	(1,750,005)
	(1,707,769)
	42,236 
	
	(86,887)
	(115,350)
	(28,463)

	Surplus/ (Deficit)
	
	32,523,498 
	32,342,461 
	(181,037)
	
	(27,014,863)
	(26,887,522)
	127,341 
	
	(5,508,635)
	(5,787,687)
	(279,052)


Commentary by Service                                                                                                                                                  APPENDIX D              
	                     Sector 
	Variance (£,000)
	Note

	Adult
	40
	Positive variance due to savings in Staff Costs achieved through vacancy management.  Above budget income offset against increased operating costs.   

	Archives
	(35)
	Negative variance to budget due to income being lower than budgeted.  This includes revenue from conservation work due to specialist staff on maternity leave.  Negative variance in Staff Costs due to higher than anticipated pay award, partially offset by savings through vacancy management.          

	Arts
	(17)
	Negative variance to budget due to income being lower than budgeted, revenue target has been reduced for 23/24 budget to a more realistic level. Negative variance in Staff Costs due to higher than anticipated pay award.          

	Facilities
	(1,272)
	Negative variance largely due to loss of revenue as the charity recovers its income streams following the pandemic.  Overspend in Staff Costs due to pay award partially offset by savings through vacancy management plus negative budget variance in operating costs due to inflation and additional property maintenance charges.        

	Libraries
	189
	Positive variance to budget through savings in Staff Costs through vacancy management partly offset by loss of income (fines, sponsorship, audio-visual lending charges).       

	Management
	(89)
	Additional cost of pay award partially mitigated by savings through vacancy management in Business Support.  Overspend in Other Costs includes increase to insurance premium, additional occupational therapy expenses and consultant’s fees.  Positive variance in income due to additional funding from Highland Council and receipt of annual Apprentice Levy rebate.             

	Museums
	(92)
	Negative variance to budget largely due to loss of income.  Overspend in staff costs due to pay award offset by savings in Other Costs due to lower sales.

	Music Tuition
	(52)
	Negative variance to budget due to income from Highland Young Musicians being lower than anticipated plus higher than budgeted pay award.  

	Outdoor
	(7)
	Small negative variance due to loss of income and increased Staff Costs due to pay award, largely offset by savings in other operating costs.

	Sports
	2
	Minor variance to budget.  

	Youthwork
	63
	Positive variance to budget due to additional income, savings in Staff Costs through vacancy management and utilisation of restricted reserves, partially offset by additional operating costs.    

	SLA
	330
	HLH share of additional funding from Scottish Government to Highland Council per Service Delivery Contract agreement £330k) 

	HLH Reserves 
	0
	Per Budget

	THC Support
	608
	£608k additional financial support received from Highland Council in 2022/23 partially to facilitate the creation of an earmarked reserve for 2023/24.      

	Operating (Deficit) 
	(333)
	


